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MILLETTS HOLDINGS (ST. PAULS) LTD. 

1/3 St. Paul’s Churchyard, London, E.C.4. 

(Registered Office, 27/29 Charlotte Road, London, E.C.2.) 

REPORT 

Introduction 

1. By an Order dated 31st October, 1962, I, Richard Miles Honeybone, 
Chartered Accountant of Hillgate House, 35 Old Bailey, London, E.C.4, 
was appointed by the Board of Trade under Section 165 (b) of the Companies 
Act, 1948, to act as Inspector to investigate the affairs of Milletts Holdings 
(St. Pauls) Ltd. The appointment followed complaints from certain minority 
shareholders that no accounts had been published nor had annual meetings 
been held since control of the Company was acquired by Mr. R. M. Millett 
and his brother, Mr. A. C. Millett, in 1958, and that the shareholders had 
not been given all the information with regard to the Company’s affairs 
that they might reasonably have expected. 

2. In the course of my investigations I interviewed Mr. R. M. Millett 
and Mr. A. C. Millett, directors, Mr. G. C. Dunhill, secretary of Milletts 
Holdings (St. Pauls) Ltd. and other associated companies, Mr. D. J. Freeman 
of D. I. Freeman & Co. of 9, Cavendish Square, London, W.l, the Company’s 
solicitors, and Mr. S. I. Melbourne, F.C.A., of Mitchell Melbourne & Co., 
accountants acting for Mr. Alan Millett. I also had conversations with Mr. 
George F. Ansell (partner) and Mr. G. H. White (managing clerk) of Kemp 
Chatteris & Co., St. Swithins House, Walbrook, London, E.C.4, the Company’s 
auditors. 

Past History of the Company 

3. Milletts Holdings (St. Pauls) Ltd. was incorporated as B. Morris & 
Sons Ltd. as far back as 1890 and carried on business in that name as 
tobacco, cigarette and cigar dealers until 1958. From 1951 onwards the 
Company was unsuccessful, and between that year and 1958 substantial 
trading losses amounting in all to some £140,000 were incurred At 
March, 1958, the issued capital was 134,368 Ordinary Shares of £1 each 
and 100,000 Preference Shares of 10s. amounting in all to £184,368, and 
net assets according to the Balance Sheet were valued at about £104,000. 
I understand that at about that time Mr. R. M. Millett and his brother, 
Mr. A. C. Millett, were anxious to acquire a suitable public company with 
a quotation on the London Stock Exchange which could be utilised as a 
Holding Company for a number of private companies operating mainly in 
the clothing trade which they controlled and which they had been advised 
were ripe for a public flotation. They became acquainted with Mr. S. Kraft 
of Seymour Maitland Kraft & Co., of 1/2 Finsbury Square, London, E.C.2, 
who introduced them to the directors of B. Morris & Sons Ltd. with a view 
to their acquiring a controlling interest in that company, which they were 
given to understand was a suitable vehicle for their purpose. As the result 
of an offer circulated to all shareholders in June, 1958, the Milletts and 
their associates acquired nearly 88 per cent, of the ordinary and nearly 
94 per cent, of the preference share capital of B. Morris & Sons Ltd. Most 
of these shares were acquired and paid for soon after the offer was made, 
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but the offer was extended and a number of shares were acquired at later 
dates up to the end of 1958. In August, 1958, the name of the Company 
was changed to Milletts Holdings (St. Pauls) Ltd. 

Acquisition of Control by the Milletts 

4. The total cost of the shares acquired was £103,228, including stamp 
duty and legal costs of £2,607 and an introductory commission of £2,000 
paid to Seymour Maitland Kraft & Co. In addition, Mr. S. Kraft received 
7,750 ordinary shares for his services, which he still holds. He was also 
given a seat on the board, but resigned in 1960. The purchase price was 
provided mainly by way of advances from other companies in the Millett 
group as follows : — 



1958 

June 10th 


Milletts Stores (Worcester) Ltd. 


£ 

20,014 


„ 20th 


Milletts Stores (Woolwich) Ltd. 


10,000 


„ 20th 


Milletts Stores (Manchester) Ltd. ... 


15,000 


„ 25th 


Milletts Stores (St. Pauls) Ltd. 


14,000 


,. 25th 


Milletts Stores (Worcester) Ltd. 


20,000 


„ 25th 


Surplus Sales 


12,000 


November 14th ... 


Milletts Stores (St. Pauls) Ltd. 


12,500 




Deduct Balance unused 


103,514 

286 



Total Cost £103,228 



In respect of the last payment of £12,500 on 14th November, 1958, on the 
same day Milletts Holdings (St. Pauls) Ltd. advanced an identical amount 
to Milletts Stores (St. Pauls) Ltd. (see paragraph 7) and it might be that 
to that extent, money provided by Milletts Holdings (St. Pauls) Ltd. was 
used for the purchase of its own shares. Subsequent to the take-over, the 
issued capital of the Company was held as under. No substantial changes 
in shareholdings have since occurred. 

lOs. Cumulative 
7 per cent 





Preference 


£1 Ordinary 


St. Paul’s Nominees Limited ... 


26,053 


47.437 


Bowmill Nominees Limited ... 


25,514 


30,080 


Mr. R. M. Millett 


42,328 


32,042 


Mr. S. Kraft 


— 


7,750 


Directors and Staff 


— 


406 


Other Shareholders 


(45) 6,105 


(99) 16,653 




100,000 


134,368 



I was informed that St. Pauls Nominees and Bowmill Nominees hold the 
shares on behalf of R. M. and A. C. Millett. The directors were Mr. R. M. 
Millett, Mr. A. C. Millett, Mr. Hector Bull and Mr. S. Kraft. Mr. Kraft 
resigned in 1960 and was not replaced whilst the others are still directors 
of the Company at the present time. 
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Subsequent Events 

5. The Milletts state that they understood that the Company could readily 
be expanded and adapted in order to act as a holding company for their 
trading interests and, that the company had substantial accumulated tax losses 
which would be available to offset the profits of their trading companies. 
In the event it proved necessary for the whole of the Company’s Memo- 
randum and Articles of Association to be redrafted in order to make it 
suitable for the purpose and the tax losses proved not to be available owing 
to the different nature of the business. Furthermore, the Stock Exchange 
quotation was suspended pending the filing of a new application for a 
quotation following publication of particulars of the proposed reorganisation 
of the company. This had not been anticipated and, as the reorganisation 
did not take place, the quotation lapsed. 

6. Steps were in fact taken to draw up a new Memorandum and Articles 
of Association and in order to get the benefit of the accumulated tax losses 
arrangements were made to sell the “ shell ” of the old tobacco business 
to Sobranie (Holdings) Ltd., a company having extensive interests in the 
tobacco trade. These matters took a considerable time to arrange and the 
Milletts state that in the meantime they obtained fresh advice to the effect 
that their clothing companies had not in fact reached a stage of develop- 
ment at which it was desirable to attempt a public flotation. Accordingly 
it was decided to drop the whole scheme and from then until my appoint- 
ment as Inspector the directors appear to have almost entirely lost interest 
in the Company. 

Loan to Milletts Stores (St. Pauls) Ltd. 

7. The principal asset of the Company when the Milletts acquired control 
in June, 1958, was a sum of about £95,000 on Deposit Account with the 
Westminster Bank, and shortly afterwards sums amounting in all to £74,559 
were advanced by the Company to Milletts Stores (St. Pauls) Ltd. another 
company controlled by the Milletts, as follows : — 



1958 


£ 


13 th August 


4,800 


14th August 


35,000 


3rd October 


22,259 


14th November 


12,500 



£74,559 



The first two advances amounting to £39,800 were in connection with the 
purchase by Milletts Stores (St. Pauls) Ltd. of Bendalls (Outfitters) Ltd. of 
Leicester and the balance of £34,759 was for working capital. The directors 
state that these advances were made in anticipation of the reorganisation 
of the Company as a holding company. Interest at the rate of 4 per cent, 
per annum had been agreed on this loan but no payments had been received 
at the date of my appointment as Inspector. Subsequently the rate was 
increased from 4 per cent, to 7 per cent, per annum for the whole period 
of the loan and on 7th February, 1963, I was advised by the Company’s 
solicitors that the whole of the loan had been repaid, together with interest 
at the rate of 7 per cent, per annum (less tax) from the commencement up 
to 24th January, 1963. This has since been confirmed and the bulk of the 
money has been placed on deposit with the Westminster Bank. 

4 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Sale of the Tobacco Business 

8. In January, 1959, as a first step in disposing of the tobacco business 
previously carried on by B. Morris & Sons Ltd., together with the accumulated 
tax losses, a subsidiary company known as S. Tobacco (1959) Ltd. was 
formed, to which the goodwill of the business, stocks and certain plant 
and machinery were sold. Subsequently the whole of the share capital of 
S. Tobacco (1959) Ltd. was acquired by Sobranie (Holdings) Ltd. on 25th 
November, 1959 for the sum of £13,000. The proceeds were duly placed 
to the credit of the Deposit Account with Westminster Bank Ltd. in the 
name of Milletts Holdings (St. Pauls) Ltd. 

Premises — 27/29 Charlotte Road, E.C.2 

9. The tobacco business of B. Morris & Sons Ltd. was carried on from 
premises at 27/29 Charlotte Road, E.C.2, held on a repairing lease. These 
premises were partially occupied by the United Services Manufacturing 
Company Ltd., with which the Company had certain trading arrangements. 
It is understood that this lease expired at March, 1962, and that the Com- 
pany is liable for dilapidations on the premises, for which the sum of 
£8,350 was provided in the balance sheet at 30th April, 1962. Messrs, de 
Groot Gollis & Co., chartered surveyors, have been instructed to negotiate 
a settlement and I understand that negotiations are proceeding. For some 
reason best known to the directors these premises, which it is understood 
contain certain equipment, mainly obsolete and said to be valueless, are 
still occupied by the Company, presumably as a “ tenant at will ”, the 
outgoings being about £1,200 per annum. Since 1st September, 1962, certain 
space has been occupied by Milletts Stores (St. Pauls) Ltd., who have now 
agreed to pay rent at the rate of £250 per annum. 

Accounts, Balance Sheets and Annual Returns 

10. At the date of my appointment at the end of October, 1962, no 
audited accounts had been completed and issued to the shareholders since 
those relating to the year ending 30th April, 1959, neither had any annual 
returns under Section 124 of the Companies Act, 1948, been made since 
that for 1960. On enquiry it was found that draft accounts had been 
prepared for the two years ending 30th April, 1960 and 1961, but the 
auditors were not prepared to certify them without further information and 
resolutions of the directors regarding the company’s assets and liabilities, 
including the loan to Milletts Stores (St. Pauls) Ltd. This information, 
etc., had been requested on a number of occasions but had not been forth- 
coming. The whole of the auditors’ requirements were eventually satisfied 
and accounts with an unqualified certificate, together with a directors’ report 
for each of the three years to 30th April, 1962 and a notice of an annual 
general meeting to be held on 14th February, 1963, were sent to the share- 
holders on 4th January, 1963. This meeting was duly held and the accounts 
adopted, but the annual return under Section 124 has not yet been made. 
No accounts have yet been prepared for the year ending 30th April, 1963. 

11. The Company has not traded since the tobacco business was sold 
early in 1959 and the accounts for the three years ending 30th April, 1960, 
1961 and 1962, deal only with the clearing up of the affairs of the old 
business and the continued occupancy of the premises in Charlotte Road 
with provisions for dilapidations thereon. The only income was in respect 
of loan and bank deposit interest. The directors received no remuneration. 

12. The following is a summary of the Income and Expenditure Account 
for the three years ending 30th April, 1962: — 
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Year ending 


Interest 

Receivable 

etc. 


Rent, Rates 
and Sundry 
Expenses 


Provisions 


Auditors’ 

Remunera- 

tion 


Income 

Tax 


Excess or 
[Defi- 
ciency] 




£ 


£ 


£ 


£ 


£ 


£ 


30th April, 1960 ... 


3,113 


879 


6,210 


126 


1,878 


[5,980 ] 


30th April, 1961 ... 


3,365 


1,474 


302 


126 


1,301 


162 


30th April, 1962 ... 


4,339 


1,590 


— 


126 


1,681 


942 



I would comment as follows: — 

( a ) Interest receivable includes interest at the rate of 4 per cent, per 
annum on the loan to Milletts Stores (St. Pauls) Ltd. The increase 
in the rate from 4 per cent, to 7 per cent, was agreed too late for 
inclusion in the accounts. 



(6) Rent, Rates and Sundry Expenses consist mainly of rent and rates 
payable on the Charlotte Road premises. 



Assets and liabilities as at 30th April, 1962, may 
follows : — 



Particulars 



Current Assets 



be summarised as 



£ 



Cash at Bank 29,145 

Debtors and Payments in Advance 489 



29,634 

Current Liabilities and Provisions 11,979 



Net Current Assets 17,655 

Advances to Milletts Stores (St. Pauls) Ltd 80,931 

Net Assets ... £98,586 



Represented by : — 

Shareholders’ Capital : 

7 per cent. Cumulative Preference Shares 50,000 

Ordinary Shares 134,368 



184,368 

Capital Reserve 64,548 



248,916 

Deduct Debit Balance on Income and Expenditure 

Account 150,330 



Total as above £98,586 



I have the following comments : — 

(а) Cash at Bank includes a Deposit Account of £28,933. 

(б) Current Liabilities and Provisions include £8,350 for dilapidations 
and a number of old provisions amounting to about £1,500 which 
will probably not now be required. 

(c) The loan to Milletts Stores (St. Pauls) Ltd. has since been repaid. 
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United Services Manufacturing Co. Ltd. 

13. When the Milletts took over control, the books of the Company 
showed United Services Manufacturing Co. Ltd. as owing some £1,300 on 
current account, which eventually reached a sum of £1,661. United 
Services dispute this debt, claiming a contra account. This contra account 
is said to have arisen from a verbal agreement made prior to the take- 
over. As the present directors know little of the trading arrangements 
between the two companies at that time and are in no position to pursue 
their claim they have recently been advised by their solicitors to accept 
an offer of £100 in full and final settlement. 

Future of the Company 

14. I understand that the directors have now decided to put the Company 
into Members Voluntary Liquidation and are arranging for an Extra- 
ordinary General Meeting to be held on 26th July, 1963, in order that 
the necessary special resolution can be passed. There were arrears of 
preference dividends at 30th April, 1962, amounting to £37,917 (gross) 
and the Company has taken Counsel’s opinion as to the rights of the 
preference shareholders in a winding up. They have been advised that 
under the Articles of Association the preference shares are given priority 
for capital only and, in the absence of a provision conferring on them the 
right to a sum equal to their arrears, such arrears are not payable. On the 
basis of this advice and on such figures as are at present available it would 
appear that after meeting the cost of liquidation the preference share- 
holders will receive repayment of capital in full (at the rate of 10s. per 
share) whilst the ordinary shareholders seem likely to receive a distribution 
in the region of 9s. in respect of every £1 share. 

Conclusion 

15. Control of the Company (previously known as B. Morris & Sons 
Ltd.) was acquired by Mr. R. M. Millett, his brother Mr. Alan Millett and 
certain associates in 1958. They planned to use it as a holding company 
for a number of companies, mainly in the clothing trade, and also to set 
off substantial accumulated tax losses against the profits of their other 
businesses. At the time they intended to make a public issue of shares. 

16. In the event the difficulties of carrying out the scheme proved greater 
than had been expected and after obtaining further advice the Milletts 
had second thoughts as to whether tire time was ripe for a public issue. 
The scheme was accordingly dropped and apart from the sale of the old 
business and tax losses for £13,000 and the loan of some £80,000 to their 
principal clothing company at 4 per cent, per annum, the Milletts appear 
to have lost all interest in the Company’s affairs. No audited accounts 
were prepared and they did not comply with all the requirements of the 
Companies Act. 

17. Since my appointment as Inspector at the end of October, 1962, 
the Company has issued audited accounts for the three years ending 30th 
April, 1962, and these were adopted at a General Meeting held on 13th 
February, 1963. The loan to Milletts Stores (St. Pauls) Ltd. has been 
repaid in full with interest at an increased rate of 7 per cent, per annum 
and steps have been taken to terminate certain commitments, mainly in 
respect of premises taken over from the previous management. Nonetheless 
there have been considerable delays in furnishing me with information 
although eventually I obtained all that I required. 
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18. The Company is now likely to be liquidated and if this takes place 
it would appear that the preference shareholders are likely to receive 
repayment of the capital in full and the ordinary shareholders a distribu- 
tion in the region of 9s. for each £1 share. 

19. Nothing has come to light in the course of my investigations to 
indicate any intention on the part of the Directors to defraud the minority 
shareholders although it must be said that their ideas as to their obliga- 
tions to the Company and to the shareholders were to say the least of it, 
vague. It is apparent that they are astute and very successful business men 
in their own field and there appears to have been no lack of liquid funds. On 
the other hand, they seem to have little knowledge of finance or of what 
is required of directors and officials of a public company and there is 
evidence of dilatoriness and negligence on their part in the performance 
of some of their statutory duties. The Milletts acquired control of the 
Company, principally for the purpose of facilitating a public issue of shares 
in connection with their existing clothing interests and I gained the 
impression that when difficulties arose and it was apparent that a public 
issue was not going to be attained they lost interest in the Company. 

Signed: R. M. Honeybone. 

Dated 1 9th July, 1963. 
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